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deréd your application for recognition of C
“Income ‘Tax under section 501({c)(3) of the .--- "
‘We “have determined that you do not qualify
"section.-of.-the Code. Our reasons for

facts upon which it is based are explained

Internal Revenue:C
for- exemption ul

this conclusien-an
below. ’

ode
£ th
. Eh

) The information Submittéd indicates that you were =
incorporated in ‘the ‘state-of N o . vour
articles of incorporation-‘specifically state your purpose is to,
111yvi1l citizens and their families in obtaining:
'3vocational,_financial and other services .
the gquality of living of -the mentally ill;
cléaring house for information which will
he mentally ill to plan effectively for the
ly-"il1 reIative. Your amsnded bylaws state
to-help relatives and friends of mentally disabled

because of death or disability. The
rovide referral lists of attorneys, :
trustees and information on entitlements.

anners-and’

- - Your.governing bedy has full power to manage the affairs

of- the'-Corporation .and .consists of five persons, with the R

- : ;president; . treasurer, and secretary, each having mentally )
handicapped’.children that may benefit from the organization's

ices. .- B . : ’

s Your-activities as stated in your application shall
.consist of providing services to .and.on behalf of seriously and
-€hronically méntally disabled persons {clients). when their

. parents, family members or friends' are deceased or-otherwise

~_REV 07/94
I




unable or unwilIfng' O‘helptthem, prov1d1ng 1nformat10n to- -
parents, family memb 57 <friends of clients or prospectzve L
clients; ai ; ‘on- behalf of the serlously ‘and chronlcally'z,‘
mentally dlsabled S ’ .

eetlng w1th the parents, fam1ly memba
or close;frlends during -their lifetime, to determ;ne
the needs 3£ the c11ent as seen by pxxmary care -

_thods of - fundlng for those who' rannot
_u d such a program. o .

erlodlcally rev1ew1ng and revising the
e plan, as the cllent's needs, change,

;Perlodlcallj rev1ew1ng the adequacy of ‘each
c11ent S 11v1ng arrangements,..food and ‘clothing =~ .
zequireme js and the health and mental health oervlces

To quallfy for, } erv1ces a peraon must be affllcted by
mental illness. An- adr nlstratlve charge of $HllM is assessed to
cover thée cost of an i _ake interview by a profess ional "social
worker to determlne the needs of the client and develop : plan of .
care. The intake interviews: will be. conducted when the ‘ R
parent/guardian dec1des to- part1c1pate in PLAN." The interview w111
establish a file which includes. a case history and other pertinent .
information -dbou ~thé ¢lient. The fees charged after the intake
interview will be esfabllshed - by the actual cost of operation with-
fees covering cuser management, v151tat10n and admlnlstratlon . et
f van:hour._ » .

parent advocate will be prov1ded on a
nd will bea provided for a client covered by
-'a.trust-or:entitlem n; -funds. Clients. covered by a trust are i
privately funded:- by he: family and clients covered by ent1t1ement'”
funds receive Medi are, Medicaid, SSI or other government support. .
PLAN will:-not manage-or ‘arrange for lundlng, you advise the. family .
membeis regard'ng'm hods- of funding the program. - You will engage
the trust de' tmen of a. financial institution ‘to hold, protect,
i dfaccount foz trusL funds. You will also accept money on- -
1S from families who cannot or do not want to
; The-trustee -will be selected by a“ o
b 7You will utilize grants and contributions: fnr the
needy clients and will take needy clients on a
first-serve basis. You have nct been able to °pec1fy
. age ‘of your services will be provided to needy versus
=pe centage prov1ded sqlely on a fee for serxvice b351s.

Your service .
fee-for-service -bas

1 *Ac ual serv1ces to mentally ill persons w111 occur after the .
death of the parents or guardlan. The  PLAN case worker will
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titution, group home or _
X he services. contracted- fo; by the - -
. Ehfough-the trust funds. The services
rendeied are above and:k theé basic care provided by the
institution or home. f.youishould.cease to exist, the clientsm,
will still recei"e‘éu§tom ry.sngiées.provided_by the institutiqn'J
or*homé and fequiréd-uddgt tate:law. - The mentally impaired :
individual would lose: : se.iteéms contracted for by the
family/guardian in. th personal:care plan. Personsl care plans )
-proper place to live, shopping for personal

jnclude items SucK a ) .
items, geétting prqgérfmédicaligpeatment_and recreatinnal L

monitor the client.'in
ovtpatient situation -
iamily/guardiap.and:

activities.

You have stated-sérvices will be publicized by presenting
information about.yqﬁrﬁqréénizatiOn to all Mental Healtk i
Associations and provid fsand.-becoming a part of their information-
distribution services’ Ypu{will'qlsohdistribute fliers and - .. -
brochures to:educate:-and publfdizé’thé'availability of PLAN

- sexvices to the general public through public broadcasting

F messages. . A, R :

-initially serve Cn
Ppopulation of to be
ve some form of mental illness. - You

ermine.the number of persons vour .
- you are currently serving-.

of which 10%
State you afe unable to det
organization plans. to serve
children of ydur founder

—

ya

fthe Code provides exemptiol. o
d: operated exclusively for educational{

Section 501¢c){:
o;ganizations:opéaging.

. B (a)=: caiqfﬁthe:Income Tax Regulations provides
that the words "pr ate -shareholder or individual” in section 501
refer to persoids. aving a personal and private interest in the
activities of the organization. - .. .o : ) wo

(¢)(1) of the regulations provides that
garded as "operated exclusively” for ong. -
nly If it engages :primarily “n activities
more éxempt'purposes specified in section

ganization will not be so regarded if more than an

s.activities is not in furtherance of an

h :dceo
501 (C) (3).
insubstantial pa
exempt purpose.

An‘otr

r

0L (c)(3)=1(c)(2) of the regulations provides that '~ -

is: not operated-exclusively for one or more exempt

s.net earnings.inure in whole or in part to the .
te:shareholders . or individuals. . . :

it 'I_SOl(c)(3)~1(d)(1)(ii) of the regulations provides

} rganization. is not organized and operated exclusively for
one-or ‘more axempt purposes unless it serves a public rather than a
‘Private iinterest. Thus, to meet'the‘requirements,of this o :
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ganized  or. Operated for the benefit of private E -
S -designated individuals, the creators, o

'-bfganization Or.persons controlled, ‘directly or

Hterests. Sl T T T

essary for an organization to establish that

. 67-367,.1967-2 C.B. 188 denied exemption under
section 501(¢)(3) tol: n ' organization whose sole activity was the
operation ¢f a, *sc arship" plan for making payments to .
specifically rnamed individuals. o : s : o

< 7" Revenue Rulin

Revenue Ruling 3, 1968-1, C.B. 251 provided exemption . .-
uander section 50I(c)(3), 't an organization that was created to .
minister to thé non-medical needs of all patients in a proprietary

Revenue Ruling 69-161,.1969-1:C.5. 149 provided exeniption
under section 501{c).(: to_g-legpl aid society that-provided_free .
legal serxvicés {q_ipdlgeht‘pérsgns. : : DR Lo :

Revenue Riling 72-369,°1872-2 C.B. 245 denied. exemption under
section 501{c){3) to ai ‘¢ anization that was  formed to.provide

e ted exempt

managerial and consulting services at cost to unrela
drganizations. B i DI : -

Revenue.Ruliné'f

_ 71875-1'C.B. 154 denied exemption under
section 501fc¢)( ublic interest law firm that had an - —
es%ablishedfp_h__ ¥ charging or accepting -attorneys' “res from oo
its ¢lients. The teprésentation provided could not be - .. .. :
- distinguished frdom”that -available through.traditional private law o
© firms. . e . - ’ T C

Wendy L. Parke
Commissioner

ehabilitation Foundation,.Inc. v. =
Memo .1986~348, the Tax Court held that an -
orgamizaticn whose-purpose ;is providing care and treatment for coma.
T victims ir he -stages:of ‘recovery was denied exemption from - S
taxation he-‘adverse ‘ruling was upheld by the-Tax Court because a . .
; i dunder.and:chief operating officer of the foundation .
‘gl "beneficiary of the services provided by the :
Thisiconstituted inurement for the benefit of a g
' Ch-is_prohibited under the qualifications_for -

individual:whi

2 4 less-Bureau v. U.S., 326 U.S. 27 (1945), Ct D. -
1650, ¢ states:that 2’ single nonexempt purpose will destroy
the exemptioniregardless:of the number or importance of truly
exempt plurposes. s N e S

) primaxy.goal is to provide services to preselected
; :rIlﬂqlients before ‘and after their parent, guardian or

d is " Your governing body has full power to

each hasﬂmentally-handicapped children that
nizations services. = At the pPresent, you
pecify what percentage of your services will
¥ versus the percentage provided solely on a
It appears you were created to insure that
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organization receive perscnal care after their relatives or friends -
* are no longer able to care for them. Providing services at cost on
a.fee-for-service basis to Preselected mentally ill persons whose
-relatives are members .of the organization indfcates ydu are sef™ing
‘Private.interest rather than public interest. Therefore, you do
ot gualify for éexempticn under section 801(c)(3) of the Code.

L :ﬁthé:pre—seiecfed_mentally ill children of members of your

7T ITIF you do not agree with our proposed denial, we recommend
hat;you,;equest a.conference with a member of the Regional - )
Director Hf Appeals Staff. Your request for a conference should .
‘include a written appeal sgigned by an. avthorized cfficer giving the
facts, Iaw-and any other pertinent information to support your
.position- as explained in the enclosed Publication 892. - If you are
to be represented by someone who is not one of your authorized
officers,” he/she will need to file a power of attorney or tax
nformation :-authorization and be qualified to practice before the
:Internal, Revenue Service as provided in Treasury Department
Circular’No. 230. - The'conference may be held at the Régicnal
Office or if you reguest, at.any mutually convenient District

—a——

If ‘you“do not-protest this ruling in a timely manner, it will
e considered by the Internal Revenue Service as a failure to -
xhaust available administrative remedies. Section 7428(b)(2) of
the degjprovides, in part, that. "a declaratory judgement or decree
under this section shall not be issued in any proceeding unless. the
‘Tax ‘Court, the Claims Court, or the District Court of t¥> United -
States for the District of Columbia determines that the o
organization involved has exhausted administrative remedies
avqilaple.to:it_within the Internal Revenue Service." :

--If-we do not hear from you within 30 days, we will send you-a
:final.determination on this matter. Also, appropriate State
»0fficials will be notified of this action. in accordance with
section 6104(c) of the Code. ' : o RS

: . :Becaﬁse;this lefter could help resolve any question about your
__ex"emp_t__stat:u_s,T you ‘should keep ii: in your. permanent records.
. '- :If'you'haﬁe any qgestioné, please»contact the person Whose__;_
: name and telephone Qumber are shown . in the heading'of,this letter.

Sihcerely‘

A : !1strict Director
Enclosure: Publication 892

ce: State Officials
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